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The Company 

Fisher Foods, Inc., is a major retailer in four of the largest urban 
areas of the United States—Northeast Ohio, Southern Ohio, Greater 
Chicago, and Greater Los Angeles. Since the new management take¬ 
over in 1965 the Company has evolved from a nucleus of unprofitable 
stores in Cleveland to become one of the fastest growing and most 
profitable retail food operations in the country. At the end of 1973, 


Fisher Foods operated 175 retail food stores and eight discount junior 
department stores. Growth is now being accelerated by the Com¬ 
pany’s presence, since 1972, in the nation’s second largest retail 
market, Los Angeles. The cover of this annual report shows various 
departments and services in Fisher Foods stores, all designed to give 
the customer maximum quality and service at competitive prices. 



(Increase in Number of Stores and in Gross Store area, 1969-1973) 


Division 

Footage* 1 * and Stores, 
As of Dec. 28,1968 

Stores Closed 

Stores Opened 

Stores Acquired 

Footage* 1 * and Stores. 
As of Dec. 29,1973 

Fisher-Fazio 

1,354,993 

187,650 

599,679 


1,767,022 

(Northeast Ohio) 

(59 Stores) 

(11 Stores) 

(15 Stores) 


(63 Stores) 

Dominick's 

493,180 

10,375 

448,983 

425,532 

1,357,320 

(Chicago) 

(19 Stores) 

(1 Store) 

(13 Stores) 

(21 Stores) 

(52 Stores) 

Shopping Bag 

-0- 

93,290 

-0- 

1,143,519 

1,050,229 

(Los Angeles) 

-0- 

(4 Stores) 


(46 Stores) 

(42 Stores) 

Kantor 

271,919 

50,940 

214,834 


435,813 

(Southern Ohio) 

(13 Stores) 

(3 Stores) 

(8 Stores) 


(18 Stores) 

Claber 

153,725 

7,000 

37,230 


183,955 

(Pitsburgh) 

(7 Stores) 

(1 Store) 

(2 Stores) 


(8 Stores) 

TOTALS 

2,273,817 

349,255 

1,300,726 

1,569,051 

4,794,339 

(1) In square feet. 

(98 Stores) 

(20 Stores) 

(38 Stores) 

(67 Stores) 

(183 Stores) 


















Financial Highlights 










1973 

1972 

Net sales 




. $868,758,000 

$650,434,000 

Income before taxes 




16,947,000 

15,134,000 

Inr.nmp taxes 




7,512,000 

7,016,000 

Net income 




. 9,435,000 

8,118,000 

Net income ner Common Share 




1.51 

1.35 

Pronertv nlant & eouinment fneb . 




80,355,000 

66,962,000 

Workinn canital 




30,655,000 

35,445,000 

1 ono-term debt . 




58,681,000 

57,130,000 

QharohnlHorc' eniiitv/ 




56,110,000 

48,219,000 

Number of common shares outstanding at end of year .... 



6,163,316 

6,163,084 

Nine-Year Summary 






1973 1972 

1971 

1970 

1969 1968 

1967 1966 

1965 


Net sales. $868,758,000 $650,434,000 $508,153,000 $401,517,000 $344,186,000 $309,707,000 $258,481,000 $221,551,000 $175,405,000 


Income before 

taxes . 16,947,000 15,134,000 11,999,000 10,463,000 

Income taxes .. 7,512,000 7,016,000 5,116,000 5,141,000 

Net income ... 9,435,000 8,118,000 6,883,000 5,322,000 

Net income 
per common 

share. 1.51 1.35 1.16 .90 


8,716,000 

9,496,000 

5,738,000 

2,719,000 

650,000 

4,110,000 

4,611,000 

2,389,000 

954,000 

219,000 

4,606,000 

4,885,000 

3,349,000 

1,765,000 

431,000 

.78 

.84 

.57 

.29 

.05 






























Carl Fazio, Chairman of the Board, left, and John Fazio, President. 
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To Our Shareholders 


Last year was one of the most difficult in the history of the retail food 
industry, with chaotic pricing and supply conditions which brought 
severe problems for the customer and retailer alike. For this reason we 
are particularly pleased to report that the built-in strength of our 
organization enabled your Company to continue its growth, with sales 
and earnings once again reaching new highs. 

For the fiscal year ended December 29,1973, sales rose to 
$868,758,000, a level 34 percent ahead of 1972. Net income was 
$9,435,000, or 16 percent above the previous year. Income per 
common share, adjusted for the four percent stock dividend 
distributed in May, rose to $1.51, a 12 percent increase. 

Management Strength 

Your Company’s ability to perform well in a year that saw reduced 
profits for most food retailers, and losses for many, is a tribute to the 
managerial corps we have been developing since 1965. What older 
management learned through years of experience is being transmitted 
to young managers who are proving their ability to carry on the 
buying, distributing, warehousing and merchandising methods that 
have given our stores an outstanding reputation in all our markets. 

The performance of our personnel at all levels during this past difficult 
year is a key reason for our long-term optimism. 

Customer Service 

Despite the problems of 1973, we refused to abandon the cardinal 
principle that has guided this Company since present management 
took over in 1965: The customer always comes first. A case in point 
was the severe shortage of beef that developed late in 1973 as a result 
of price controls that interfered with the normal supply-demand 
mechanism. Instead of sharply curtailing beef supplies in our stores, 
we undertook "custom slaughtering" of beef, a costly procedure 
which involved our purchasing cattle and paying packers to slaughter 
and process for us. This approach, which kept our meat departments 
filled with beef within ceiling prices, won many new friends for us 
as well as keeping old ones, as evidenced by consistently higher sales 
at our meat counters during and since the beef "crisis.” 

Greater Per-Store Profitability 

Growth in sales and earnings last year was achieved with one store 
less, net, than we had in 1972 and a slight increase in total store area. 
We continued to close smaller units with less profit potential, while 
enlarging and remodeling those with top potential and building new 
stores in prime growth areas. The success of this policy is evident 
in that every one of our four food retailing divisions showed profit 













improvement. The Claber discount stores in Pittsburgh, which are part 
of the Fisher-Fazio Division, also recorded higher sales and profits. 

The basis for our merchandising success continues to be our 
expertise in perishables, which are not only the most profitable sector 
of the business but also the reason why so many of our customers 
come to us first and are retained. Because we control the quality of 
perishables from the time we buy from the supplier, through the com¬ 
plicated distribution and warehousing process, right up to the point- 
of-purchase in the store, we offer quality and selection of meats and 
produce that our competitors have difficulty equalling. 

Progress in Shopping Bag Division 

Your Company’s ability to turn around money-losing operations has 
been demonstrated three times—the original Fisher Foods stores 
in Cleveland, the Kantor stores in Southern Ohio, and the former 
Kroger stores acquired by Dominick’s in Chicago. 

Now the Shopping Bag stores we acquired in Southern California 
in 1972 are approaching profitability according to the turnaround 
timetable we established for them. By closing five of the least prom¬ 
ising stores among the original 46 and undertaking a program to 
remerchandise and remodel the rest, we achieved a small operating 
profit for the Fazio-Shopping Bag Division in the last two months of 
1973. As more of the stores are remerchandised and remodeled, the 
Division's contributions to our results will accelerate. 

While all of the remerchandised stores in this Division have shown 
strong sales gains, the six that we have remodeled to date have shown 
a 97 percent increase in sales. This is particularly gratifying because 
it demonstrates that the formula we have used successfully elsewhere 
is equally applicable to Southern California, one of the richest and 
most competitive retail markets in the nation. Our participation in the 
second largest retail market in the country affords us an important 
opportunity for growth in the years ahead. 

Energy Problems 

The “energy crisis” is not expected to have major impact on our 
operations. Food is an essential commodity and we expect to receive 
priority for adequate supplies of fuel for our stores and for supporting 
operations such as warehousing, food manufacturing, and the truck 
fleet. We are, of course, doing all we can to save fuel, and for this 
purpose have instituted a Company-wide “Corporate Energy 
Conservation Program," which directs all our managers to effect the 
tightest possible control over our use of energy for all purposes. 


Capital Spending 

Capital spending during 1973 showed a considerable increase over 
1972, reaching a level of $25,802,000, due primarily to expansion of 
our operations in Chicago and California. During 1974 capital 
spending should be approximately the same as 1973. 

Dividends 

Our continued growth has made it possible to increase the payout on 
our common stock, thus making our shares more attractive to present 
shareholders and to potential investors. In May we paid a four percent 
stock dividend. In November, the quarterly cash dividend on the 
common stock was increased to IV 2 cents a share, a 50 percent 
increase, for a new annual rate of 30 cents per share. Our future policy 
will be to increase the cash dividend from time to time consistent with 
our rate of growth and capital spending requirements and within 
governmental guidelines. 

Outlook 

With the California turnaround and continued improvement in sales 
and profit in all of our divisions, 1974 should prove to be quite an 
exciting year. Barring economic problems far more severe than last 
year we believe our profit performance for 1974 should be better than 
usual. Sales for the year 1974 should approximate the one billion mark. 

Our confidence is based largely on the performance of Fisher 
Foods people—we believe that our managers and employees are 
among the best trained, most competent and most highly motivated 
people in the industry. We thank them for their continued efforts and 
also wish to express to you, our shareholders, our appreciation for 
your continued support. 

Sincerely, 


Carl Fazio 

Chairman of the Board 




March 15, 1974 


John Fazio 

President 







Fazio Shopping Bag Division 


Our heavy investment in management training for superior 
performance was the key element in the progress made during the 
year in bringing the Shopping Bag stores to profitability. 

Shortly after acquisition of these stores late in 1972, we transferred 
to Los Angeles 15 managers trained in other divisions. Working under 
the supervision of top management, these executives undertook the 
mammoth job of retraining Shopping Bag employees and 
remerchandising and remodeling the stores. By the end of 1973 their 
efforts had resulted in a small operating profit in the last two months. 
The Shopping Bag Division will make a contribution to over-all 
corporate results for 1974. 

Four stores that did not meet the Division’s requirements were 
closed. During 1973 all remaining stores were remerchandised, with 
emphasis on upgrading meat and produce departments to the 
standards for which Fisher Foods is noted in other marketing areas. 

In 19 of the stores, the produce departments were completely 
remodeled. Sales in all of the remerchandised stores showed a sharp 
upswing during the year. 

But the potential for growth in Southern California is best seen in 
the six stores that were completely remodeled. These stores were 
gutted down to walls and roof, and then were rebuilt and equipped 
according to the store design that we have developed for building 
store traffic and stimulating the customer to buy. 

A feature of many Fisher Foods stores elsewhere was introduced 
into Southern California—the in-store bakery which produces baked 
goods “from scratch.” Two of the remodeled stores have them, and 
bakeries will be included in other stores now scheduled for 
remodeling. Also, service delicatessen departments, so successful in 
our Chicago and Ohio stores, will eventually be installed in most 
Shopping Bag stores. 

The remodeled stores also are benefiting from a tripling of the 
space devoted to frozen foods and an increase in the variety of frozen 
foods offered, and from introduction of the integrated merchandising 
concept which has been an effective sales-booster in our Midwest 
divisions. Under the integrated merchandising concept, non-food 
items are displayed on the same shelves as related food items; for 
example, baby care items are offered alongside baby foods. 

In applying the Fisher Foods formula of top quality and selection at 
competitive prices we dropped Blue Chip Stamps, which had been 
offered by Shopping Bag stores, and went on a complete discount 
basis. Rising sales in all stores indicate customer preference for 



Ground-breaking for new office-warehouse center. Left to right are Messrs. 
Whalen, Italiano, John Fazio, and Oltmanns. 


discount prices over a stamp redemption system. 

During the year we established a truck fleet to supply the stores. 
Twelve tractors and 13 sets of double trailers, and three larger trucks 
and tractors for service and backhaul to stores located north of Los 
Angeles, were purchased. So far there have been no problems in 
obtaining diesel fuel needed to operate the fleet. 

The meat supply situation was a problem in Southern California 
during the year, as it was elsewhere. The Fazio Shopping Bag Division, 
like other Fisher Foods divisions, went into custom slaughtering in 
September and October in order to stock meat departments 
adequately at ceiling prices. By the end of the year, supply and buying 
patterns were returning to normal. 

The Division was affected by a five-week strike and lockout 
involving the Meat Cutters and Teamsters Union that was settled in 
January 1974. During the period we continued to operate by picking 
up perishables directly from suppliers in our own trucks and manning 
meat departments with supervisory personnel. 

The outlook for 1974 is very promising. We plan to remodel 20 more 
stores, which will give us a total of 26 completely remodeled stores by 
year end, with the rest scheduled for remodeling in 1975. But we are 










Remodeled wine and liquor departments, such as the one above, are high-volume, 
high-profit centers in the Fazio Shopping Bag stores. Below, a remodeled store, 
introducing the Fazio name to Southern California. 
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expanding beyond the original base with the opening of new stores. 
The first new Fazio Shopping Bag store will be built in Fountain Valley. 
California, a free-standing store with an area of approximately 36,000 
square feet. It will open in the fall. Meanwhile, other good sites for new 
stores are being investigated. 

Ground has been broken for a 300,000 square-foot general office 
and grocery warehouse distribution center in the City of Industry, in 
the Los Angeles area. The new headquarters, which should be in 
operation by midyear, is served by a railroad spur and also has easy 
access to freeway routes serving areas where Shopping Bag stores 
are located. Options on adjacent land make it possible to expand the 
office-distribution center at a future date. 


% Increase in 4th Quarter Sales 
for 42 Shopping Bag Stores 
After Takeover by Fisher Foods 

200% 



1972 1973 

4th Quarter 4th Quarter 


Six Store Weekly Composite of 
Sales Percent Increase for 



NOTE: The above graph is not necessarily an 
indication of sales increases on future 
remodels and also reflects the effects 
of other marketing and pricing changes. 










































Fisher-Fazio Division 


Growth in sales and more profitable operations from a somewhat 
smaller number of units keynoted developments in 1973 for the 
Fisher-Fazio Division. During the year our share of the Metropolitan 
Cleveland market, where most of our stores are, rose 1.3 percentage 
points to give us slightly more than 25 percent of the market. 
Meanwhile, our chief competitor’s share of this market dropped by 
two percentage points. Our Fisher-Fazio Division is now the No. 1 
retailer in Northeastern Ohio. 

During the year we closed or sold seven stores, most of them 
smaller units in less desirable locations, opened two new large stores, 
and remodeled six others. This gave us 63 stores at year end, five 
fewer than in 1972. But average per store sales rose during the year 
as a result of the higher volume generated by larger units. 

Greater profitability was also achieved through progress in our 


long-term profit improvement program and our managers’ ability to 
effect economies in all aspects of the Division’s operations, including 
distribution, transportation, staffing and inventory control. 

The Fisher-Fazio marketing area suffered from the same problems 
that confronted all our Divisions during 1973—supply and price 
dislocations caused by controls, consumer boycotts, etc. Neverthe¬ 
less, we continued to serve our customers by offering a large selection 
of top quality foods at prices as competitive as any in the area. 

The increased volume from popular specialty departments, such as 
in-store bakeries, wine "cellars," service delicatessen counters and 
enlarged frozen fish departments, helped to cushion the temporary 
effects of consumer boycotts against meat that broke out during the 
meat "crisis” of early fall. In Northeast Ohio, as in our other marketing 
areas, by resorting to custom slaughter of beef we kept our meat 


Fisher-Fazio has become the number one retailer in Northeastern Ohio by offering top quality perishables and featuring specialized departments such as in-store bakeries- 
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counters well stocked with choice cuts offered within ceiling prices. 

By so doing, we increased meat department traffic during the 
consumer protest period and, judging from consistently higher sales, 
have retained the many new customers attracted by our “customer 
first” policies. 

Although the energy problem has not yet had any major impact on 
operations in Northeast Ohio, the Division has taken a number of 
measures to save not only energy but also materials that are in short 
supply. 

Another conservation effort, in which our customers are cooperating 
fully, is the setting up of parcel pickup stations at all stores where this 
service is possible. This is not only a new convenience for customers 
but also reduces the loss of shopping carts, and damage to carts taken 
out of the store. Shopping carts are expensive items and any reduction 



in loss or damage means a considerable saving for each store. 

Plans for 1974 reflect the vitality of the Division and its plans for 
growth, despite the relatively stable population of its marketing area. 
Four new large stores are already under construction in the Cleveland 
area and two more may be built. If six new stores are opened as 
planned, it will be the largest one-year expansion in the Division’s 
history. Negotiations are under way for several desirable locations in 
high growth areas of Northeast Ohio. 

The building program is accompanied by plans to close smaller, 
less profitable stores, and at least one small store will be closed this 
year and replaced by a much larger unit. At least three, and perhaps 
five, smaller stores will be remodeled during the year to enlarge the 
sales area. For example, triple-tier meat cases will be built in these 
stores to make possible a much greater variety of meat. 



















Dominick’s Finer Foods, Inc., Subsidiary 


Chicago, the nation’s third largest retail market, is a prime growth 
area for Fisher Foods, through the strong presence in that market of 
Dominick’s Finer Foods, Inc. In the six years since Dominick’s became 
a member of the Fisher Foods organization, the subsidiary has 
increased the number of its stores from 18 to 52, and has increased its 
share of the Metropolitan Chicago market by some five fold-from two 
to 10 percent of the market. 

It has done so not only by offering quality, service, convenience and 
price but also by appealing to the varied food preferences of the many 
ethnic groups that make up the cosmopolitan Chicago area. 

Specialized service delicatessens and fresh and frozen fish depart¬ 
ments, self-serve bakeries and wine “cellars” in many of the stores have 
proven to be excellent, and profitable, traffic builders. 

During 1973, Dominick’s opened six new stores, completely 
remodeled or enlarged three others, partially remodeled three more, 
and closed one small store, the oldest in the chain. Each of the six new 
stores, of which five are free-standing suburban stores, has an area of 
37,500 square feet, permitting large departments for produce, dairy 
products and frozen foods. 

An experiment during the year, the success of which has led to 
expansion of the concept in 1974, was the opening of a discount drug 
store adjacent to a food unit, with a connecting passage between the 
two stores. The above-average performance of both units suggests 
that each builds traffic for the other, and that the typical shopper is 
filling many of her family’s needs by one-stop shopping for both food 
and drug items. 

Dominick’s response to the beef crisis that developed late in the 
year was the same as that of the other divisions—custom slaughtering. 
Again, this was an expensive solution but a desirable one for the long 
run, since it enhanced the chain's reputation for customer service. 

The energy crisis which arose late in 1973 and continues into 1974 
is not a major problem for Dominick’s for several reasons. First, all 
stores are within a 35-mile radius of the subsidiary’s Northlake, Illinois, 
warehouse complex, which means that the stores are supplied via a 
short and direct route. Also, any impact of fuel shortages on sales will 
probably be favorable, since customers will be making fewer shopping 
trips and buying more each time. We consider Dominick’s to have the 
most complete and best-stocked stores in the area. 

In an effort to maintain strict environmental standards during a 
period of shortages, and also to alleviate a pressing shortage while 
achieving savings for the Company, Dominick’s has instituted a 
program under which waste cardboard in every store is baled, then 


loaded as “backhaul” onto empty trucks that have supplied the store, 
and carried to waste paper dealers who purchase the bales. Income 
from sale of waste materials has helped offset the 300 percent rise in 
the cost of paper items during the past two years. 

In 1974 Dominick’s is embarking on a major expansion program, 
with new stores and new facilities already under construction or in the 
planning stage. During the year the subsidiary will build 12 new stores, 
each with some 37,000 square feet of space, and of these, at least 10 
will be in operation by year end. Three of the new stores will feature 
adjoining drug stores with some 13 or 15,000 square feet of selling 
space. In addition, several existing stores will be remodeled and 
enlarged. 

To service the larger number of stores, additions to the distribution 
fleet are also planned, and the grocery warehouse will be enlarged 
with a 137,000 square foot addition. A 58,000 square-foot commissary 
is also under construction. It will include a kitchen for preparation of 
delicatessen items and prepared foods, which are so popular with 
Chicago area consumers. 

The Northlake warehousing complex will also be expanded. A new 
frozen food addition, with approximately 101,000 square feet of space, 
will be completed in the spring of 1974, and will include a railroad 
siding able to handle five cars and 14 trailers at the refrigerated dock. 

As a result of Dominick's intensive training program, new managers 
have been developed to run the new stores and expanded facilities. 
There is every reason to believe that the subsidiary will again achieve 
new highs in sales and profits in 1974. 


Dominick’s has increased its share 
of the huge Chicago retail food 
market by catering to the varied tastes 
of the area’s cosmopolitan population 
and by maintaining top quality and 
selection in meat, bakery and produce 
departments seen at the right. 






































Kantor Division 


The Kantor Division, which serves highly-urbanized areas of Southern 
Ohio and Northern Kentucky, had an excellent year in 1973, recording 
a 31 percent sales increase over the 1972 sales level. During the year 
the Division continued to enlarge its physical base in an expansion 
program that will accelerate in 1974. 

An outstanding success of the year, and one indicative of the 
Division’s ability to increase its share of market at the expense of 
competition, was the closing of an older, 20,000 square-foot store in 
Springfield, Ohio, and its replacement with a new 30,000 square-foot 
unit built next door. During the first week of operation, the new store 
grossed four times the weekly average of the unit it replaced. And even 
after the excitement of a new store opening in the community of 80,000, 
the weekly sales continued to average more than 100 percent above 
the store it replaced. 

Another new store built by the Kantor Division during the year is in 
Colerain, a Cincinnati suburb. This 30,000 square-foot free-standing 
unit has done exceptionally well since opening, by offering more 
specialized departments and a wider variety of high quality 
perishables than are available in most stores in the area. 

In September, 1973, the Division reopened two “Ontario" stores in 
Dayton, Ohio. Just eight weeks after opening under Kantor 
management, these units are generating an 80 percent increase in 
volume and are contributing to profits. 

At the end of 1973, the Division included 18 retail food units, of 
which three were free-standing supermarkets and the rest leased food 
departments located within general discount stores. 

Up to now, as a result of an agreement with the operator of the 
discount stores in which the leased food departments are located, 
Kantor Division stores have not been able to sell non-food items. An 
agreement has now been reached under which the Division will be 
able to sell non-food items in its free-standing stores only. This is 
expected to have a strong impact on sales and profit, particularly 
where integrated merchandising technics are employed. 

Plans for 1974 call for our operating food departments in three 
“Gold Circle” discount stores in Dayton and one in Westerville, Ohio. 
These operations will be called "Fazio’s” in an effort to identify the 
Division’s operations with the well-known and highly-regarded Fazio 
stores elsewhere in Ohio. A new free-standing store will be opened in 
Milford, a Cincinnati suburb, and it, too, will be called Fazio’s. 

By the end of 1974, there will be 24 supermarkets in the Kantor 
Division, consisting of 20 leased food departments within discount 
stores and four free-standing supermarkets. 


Skilled personnel on both managerial and store employee level are 
available for this expansion program, thanks to the emphasis the 
Kantor Division, like other Fisher Foods divisions, has placed on 
special training programs. Not only are employees trained to give 
friendly, helpful service at all times, but they are also trained in skills 
needed to operate the many specialized departments that Fisher 
Foods stores feature. An example is a special program to train 
operators for in-store bakeries, which are becoming increasingly 
popular in the Kantor marketing area. 



















Kantor Division stores and food departments are growing, thanks to emphasis on 
service, quality and price. At the left, a store employee assists a customer. 

Center, oranges will be rushed to the stores under controlled conditions to preserve 
peak quality and freshness. At right, an employee keeps a large frozen-food 
department well-stocked for maximum selection. 

























Consolidated Balance Sheet 

FISHER FOODS, INC. AND SUBSIDIARIES 


DEC. 29,1973 DEC. 30,1972 


ASSETS 

CURRENT ASSETS 

Cash and short-term securities. 

Trade accounts receivable . 

Inventories—Note A . 

Prepaid expenses . 

TOTAL CURRENT ASSETS 


$ 15,695,000 
7,964,000 
68,913,000 
3,444,000 
96,016,000 


$ 18,643,000 
6,276,000 
55,623,000 
3,250,000 
83,792,000 


INVESTMENT AND OTHER ASSETS 

Investment and notes receivable—Note G 
Other assets . 


PROPERTY, PLANT AND EQUIPMENT— 

on the basis of cost 

Land . 

Buildings. 

Fixtures and eouipment. 

Less allowances for depreciation. 

Leasehold improvements, less amortization 
Unexpended funds from industrial revenue bonds 


6,778,000 5,000,000 

4,086,000 3,611,000 

10,864,000 8,611,000 


7,791,000 
20,980,000 
75,989,000 
104,760,000 
33,6 42,000 
71,118,000 
7,165,000 
2,072,000 
80,355,000 


$187,235,000 


7,370,000 

18,565,000 

66,680,000 

92,615,000 

30,138,000 

62,477,000 

4,485,000 


66,962,000 


$159,365,000 
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LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES 

Trade accounts payable ( and in 1973 note payable of $2,000,000). $ 47,524,000 

Accrued expenses. 8,038,000 

State and local taxes . 5,680,000 

Income taxes. 2,045,000 

Current portion of long-term debt—Note C. 2,074,000 

TOTAL CURRENT LIABILITIES. 65,361,000 


LONG-TERM DEBT-Note C 


58,681,000 


DEFERRED INCOME TAXES-Note A 


3,381,000 


RESERVE FOR EMPLOYEES' RETIREMENT BENEFITS— 

Note A. 3,702,000 


SHAREHOLDERS' EQUITY 

Capital stock—Note E: 

Preferred Stock. 2,570,000 

Common Shares. 21,241,000 

Retained earnings—Note C. 32,299,000 

56,110,000 

COMMITMENTS-Note D 


$187,235,000 


$ 33,141,000 
7,037,000 
4,961,000 
2,167,000 
1,041,000 
48,347,000 


57,130,000 


2,276,000 


3,393,000 


2,570,000 

18,136,000 

27,513,000 

48,219,000 


$159,365,000 


See notes to consolidated financial statements. 




































Statement of Consolidated Changes in Financial Position 

FISHER FOODS, INC. AND SUBSIDIARIES 


FISCAL YEAR ENDED 
DEC. 29,1973 DEC. 30,1972 


SOURCE OF FUNDS 

Net income. 

Add expenses not requiring working capital in the current period: 

Depreciation and amortization—Note A. 

Provision for employees’ retirement benefits, noncurrent 

deferred taxes and other—Note A. 

TOTAL FROM OPERATIONS . 

Additions to long-term debt. 

Market value of Common Shares issued for purchase of business—Note B 

Proceeds from sale of properties leased back. 

Property disposals—net. 

Other—net. 


USE OF FUNDS 

Payments on long-term debt, including portion which 

became current during year. 

Purchase of business (excluding net current assets)—Note B 

Expenditures for property, plant and equipment. 

Cash dividends. 

Unexpended funds from industrial revenue bonds. 

Notes receivable from sale of fast foods business. 

Other—net. 

Increase (decrease) in working capital. 


INCREASE (DECREASE) IN WORKING CAPITAL 

Cash and short-term securities. 

Trade accounts receivable. 

Inventories. 

Prepaid expenses . 

Trade accounts payable. 

Accrued expenses . 

State and local taxes. 

Income taxes. 

Current portion of long-term debt. 

INCREASE (DECREASE) IN WORKING CAPITAL 


$ 9,435,000 

8,347,000 

1,630,000 

19,412,000 

3,699,000 

1,840,000 

4,294,000 

$29,245,000 


$ 2,148,000 

25,802,000 

1,541,000 

2,072,000 

1,778,000 

694,000 

(4,790,000) 

$29,245,000 


$(2,948,000) 

1,688,000 

13,290,000 

194,000 

(14,383,000) 

( 1 , 001 , 000 ) 

(719,000) 

122,000 

(1,033,000) 

$ (4,790,000) 


$ 8,118,000 

6,812,000 

2,244,000 

17,174,000 

250,000 

5,000,000 

3,274,000 

737,000 

110,000 

$26,545,000 


$ 1,197,000 
4,885,000 
12,176,000 
1,290,000 


6,997,000 

$26,5451300 


$ 4,687,000 
1,448,000 
15.165,000 
278,000 
(9,089,000) 
(2,833,000) 
(1,612,000) 
(643,000) 
(404,000) 

$ 6,997,000 


See notes to consolidated financial statements. 

























































Statement of Consolidated Income 


FISHER FOODS, INC. AND SUBSIDIARIES 



FISCAL YEAR ENDED 


DEC. 29,1973 

DEC. 30,1972 


. $868,758,000 

$650,434,000 


. 2,096,000 

1,507,000 

Costs and expenses: 

870,854,000 
. 678,314,000 

651,941,000 
501,583,000 


. 170,651,000 

130,617,000 


4,942,000 

4,607,000 


853,907,000 

636,807,000 

INCOME BEFORE INCOME TAXES . 

. 16,947,000 

. 7,512,000 

15,134,000 

7,016,000 

NET INCOME . 

. $ 9,435,000 

$ 8,118,000 

Net income per Common Share—Note A: 

. $1.51 

$1.35 



1.30 


Statement of Consolidated Shareholders’ Equity 

FISHER FOODS, INC. AND SUBSIDIARIES FiscalyearsendedDecember2 9, 1973andDecember3fy 1972 



PREFERRED 

STOCK 

NUMBER OF 

COMMON 

SHARES 

COMMON 

SHARES 

RETAINED 

EARNINGS 


$2,570,000 

5,352,903 

$ 9,368,000 

$24,364,000 





8,118,000 

Dividends: 

A OyL chore Hi\/iHonH at markpt v/allip . 


214,154 

3,641,000 

(3,641,000) 

4 /0 snare uiviueiiu, ai Miair\ci .. 

Cash—$.20 a share on Common Shares, $5 a share on Preferred Stock, 

and cash in lieu of fractional shares. 

Market value of shares issued in connection with the acquisition of a 


298,507 

5,000,000 

(1,290,000) 

Additional shares issued upon exercise of stock options and in connection 
with prior year’s acquisition of businesses. 


65,528 

(2,203) 

135,000 

(8,000) 

(38,000) 


2,570,000 

5,928,889 

18,136,000 

27,513,000 





9,435,000 

Dividends: 


234,476 

3,105,000 

(3,105,000) 

4 /0 snare oivicienu, ai iiian\ci .. •••****’ * * 

Q as h_$ 225 a share on Common Shares, $5 a share on Preferred Stock, 

and cash in lieu of fractional shares... 


232 

3,000 

(1,541,000) 

Additional snares issueo upon oAoroibt; ui oiuor\ upuuno. 


(281) 

(3,000) 

(3,000) 


$2,570,000 

6,163,316 

$21,241,000 

$32,299,000 


See notes to consolidated financial statements. 
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Notes to Consolidated Financial Statements 

FISHER FOODS, INC. AND SUBSIDIARIES 

Fiscal years ended December 29,1973 and December 30,1972 

References to Common Shares and amounts per share in the financial statements and the following notes 
have been adjusted to reflect the 4% share dividends of April 27, 1973 and April 14, 1972. 


NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of consolidation: 

The consolidated financial statements include the accounts of the 
Company and its subsidiaries. All material intercompany accounts and 
transactions have been eliminated. In 1973, the Company disposed of 
its fast foods subsidiary for approximately net book value. 

Inventories: 

Inventories are stated at the lower of cost (first-in, first-out) or mar¬ 
ket, including store inventories which are calculated by the retail 
method. 

Depreciation: 

Depreciation and amortization of property, plant and equipment is 
computed by the straight-line method over the estimated useful lives 
of the assets for financial reporting purposes. Accelerated deprecia¬ 
tion methods are used for income tax purposes. 

Pre-opening costs: 

Store pre-opening costs are charged to expense as incurred. 

Income taxes: 

Deferred income taxes result principally from the use of accelerated 
depreciation methods for tax purposes, and other timing differences 
between book and tax income. 

The investment tax credit is applied in reduction of the provision for 
income taxes in the year the related property is placed in service. 


Pension and retirement plans: 

The Company provides for retirement benefits for substantially all of 
its employees through a Company pension plan, a subsidiary’s profit- 
sharing plan and various union-administered retirement plans. Pen¬ 
sion costs under the Company plan include normal costs and interest 
on unfunded prior service cost, and the policy is not to fund such pen¬ 
sion costs accrued. Retirement costs under the subsidiary's profit- 
sharing plan and the union-administered plans are based on stipu¬ 
lated rates. Total pension and retirement costs amounted to $5 182 000 
(1972—$3,287,000). 

Net income per share: 

Primary net income per share is computed by dividing net income 
less preferred stock dividends by the average number of Common 
Shares outstanding during the period. 

Fully diluted net income per share is computed as above and also 
assumes conversion of the Convertible Subordinated Debentures into 
Common Shares and elimination of related interest expense, net of 
income tax, as well as the assumed issuance of additional Common 
Shares underoutstanding stockoption plans using the"treasury stock” 
method. 

Reclassification: 

Certain amounts for the year ended December 30, 1972, are re¬ 
classified to conform with current year classifications. 


NOTE B-ACQUISITION 

In September, 1972, the Company purchased a business known as 
"Shopping Bag” in the Los Angeles area for $7,308,000. The results 
of operations of the Shopping Bag division have been included in con¬ 
solidated results of operations since the date of acquisition. 

Had the acquisition of "Shopping Bag” taken place at the beginning 
of fiscal year 1972, consolidated sales and net income for the fiscal 
year ended December 30,1972, on a pro forma basis, would have been 
$727,718,000 and $7,524,000, respectively, and primary net income 


per Common Share would have been $1.20 ($1.17 fully diluted). This 
per share information was computed by including the Common Shares 
issued in the acquisition on a pro forma basis. This unaudited pro 
forma information is presented in compliance with Accounting Prin¬ 
ciples Board Opinion Number 16; however, the Company does not 
consider the information to be meaningful since the mode of opera¬ 
tions of the Shopping Bag division has been altered significantly since 
its acquisition. 










NOTE C — LONG TERM DEBT DEC. 29,1973 DEC. 30,1972 

9 V 2 % Senior promissory notes to insurance companies— 

$2,700,000 due annually commencing December 15,1977 . $27,000,000 $27,000,000 

Mortgage note, secured by certain land and building, interest at 1 % above the prime commercial rate— 

$600,000 due in 1974 and $4,800,000 due in 1975 . 5,400,000 6,000,000 

7% Mortgage note to insurance company secured by certain land and building— 

$79,000 due quarterly including interest ($201,000 in 1974 and $208,000 in 1973) with balance due in 1989 . 2,908,000 3,016,000 

Real estate mortgages, equipment purchase notes, and unsecured notes to banks and others, 

payable in variable amounts to 1991 . 5,047,000 4,155,000 

Capitalized lease obligations (industrial revenue bonds), payable in variable amounts 

to 1993 at interest rates ranging from 6 % to 6’/4 %. 2,400,000 — 

6 V 2 % Convertible Subordinated Debentures—$900,000 due for annual retirement, commencing June 1,1979 . 18,000,000 18,000,000 

60,755,000 58,171,000 

Less amounts due within one year included in current liabilities . 2,074,000 1,041,000 


TOTALS $58,681,000 $57,130,000 

The average rate of interest of all the Company's long-term debt was 8.3% at December 29,1973. = — 


At December 29, 1973, certain property, plant and equipment with 
an aggregate net book value of $16,100,000 was pledged to secure 
real estate mortgage notes and equipment purchase notes. 

The 6 V 2 % Convertible Subordinated Debentures due June 1,1994, 
are convertible into Common Shares of the Company at $27.74 per 
share, subject to antidilution provisions, and accordingly 648,882 
Common Shares have been reserved for future conversion. The de¬ 
bentures may be redeemed at the Company's option at a price of 


105.10% through June 1, 1974, and at decreasing prices thereafter. 

Terms of the promissory note agreement and the Convertible Sub¬ 
ordinated Debenture Indenture include, in addition to others, cove¬ 
nants relative to payments for acquisition of capital stock of the Com¬ 
pany and of dividends other than stock dividends. Approximately 
$22,800,000 of retained earnings were available for such payments at 
December 29,1973. 


NOTE D - LEASES 

The Company’s retail operations are conducted principally in leased 
premises. Lease expense, relating principally to retail stores and re¬ 
lated equipment is summarized as follows: _ 

DEC. 29,1973 


FISCAL YEAR ENDED 

DEC. 30,1972 


Financing Operating Financing Operating 

Leases Leas es Total Leases Leases 

Minimum rentals. $9,118,000 $1,184,000 $10,302,000 $7,831,000 $1,003,000 

Contingent rentals. 683,000 297,000 980,000 429,000 304,000 

TOTALS. $9,801,000 $1,481,000 $11,282,000 $8,260,000 $1,307,000 


Total 

$8,834,000 

733,000 

$9,567,000 


Contingent rentals are generally based on sales of certain retail 
stores. Most lease contracts also contain provisions which allow the 


company the option to extend their term for specified periods. 





















































NOTE D (Continued) 

Minimum rentals under noncancellable leases at December 29,1973 
for the indicated fiscal periods were as follows: 



Financing 

Operating 



Leases 

Leases 

Total 

1974 . 

. $ 9,547,000 

$ 1,589,000 

$ 11,136,000 

1975 . 

. 9,240,000 

1,589,000 

10,829,000 

1976 . 

. 8,998,000 

1,517,000 

10,515,000 

1977 . 

. 8,785,000 

1,484,000 

10,269,000 

1978 . 

. 8,424,000 

1,413,000 

9,837,000 

1979-1983 . 

. 37,568,000 

4,000,000 

41,568,000 

1984-1988 . 

. 26,230,000 

2,149,000 

28,379,000 

1989-1993 . 

. 17,528,000 

786,000 

18,314,000 

Remainder 

. 5,706,000 

149,000 

5,855,000 


TOTALS $132,026,000 

$14,676,000 

$146,702,000 


NOTE E - CAPITAL STOCK 

NUM BER OF SHA RES 
Authorized Outstanding Reserved 

1 

Preferred Stock—$5 cumula¬ 
tive, without par value; 
redeemable at $105 a 
share, stated at the invol¬ 
untary liquidation price- 
no change in either year.. 27,000 

Serial Preferred Stock—no 
change in either year .... 500,000 

Common Shares—without 
par value. 15,000,000 

(1) Outstanding shares are stated after deducting shares in treasury of 
800 Preferred and 7,323 Common. 

Under the Company’s stock option plan, the Company may grant 
options to officers and other key employees to purchase Common 


25,700 


6,163,316 961,382 


The aggregate present values of noncapitalized financing leases 
computed utilizing weighted average interest rates of 5.7% and 5.5% 
in 1973 and 1972, respectively, resulting from interest rates ranging 
from 3.0% to 10.0% were $64,687,000 and $59,702,000 at December 
29, 1973 and December 30, 1972, respectively. 

If the financing leases had been capitalized and the lease rights 
amortized on a straight-line basis and interest expense recognized 
based on the outstanding lease liability, net income for fiscal years 
1973 and 1972 would have been $9,109,000 and $7,832,000 ($1.46 
and $1.30 per Common Share), respectively. 

Rental expense also includes $264,000 relative to five leases with 
two directors or companies controlled by them. The Company is 
negotiating the purchase at fair market value of the land and buildings 
covered by one of these leases. 


Shares at the fair market value at date of grant. Options become exer¬ 
cisable after one year from date of grant in varying proportions and 
expire five years from date of grant. Information as to shares under 
option follows: 



Shares 

Option Price 
Per Share 

Outstanding at January 1, 1972 . 

138,403 

$4.81 to $22.64 

Granted. 

66,081 

15.51 to 20.45 

Exercised . 

26,554 

4.81 to 22.64 

Cancelled . 

31,994 

4.81 to 22.64 

Outstanding at December 30, 1972 . . . 

. 145,936 

8.91 to 22.64 

Granted. 

54,368 

10.63 to 15.26 

Exercised . 

232 

$8.91 

Cancelled . 

32,375 

10.63 to 22.64 

Outstanding at December 29, 1973 ... 
At December 29, 1973: 

. 167,697 

10.63 to 22.64 

Exercisable. 

Available for future grants. 

46,323 

144,803 

12.96 to 22.64 








































NOTE F - INCOME TAXES 

The provision for income taxes includes: 

1973 


Currently payable. $5,584,000 

Deferred . 1,928,000 

Total . $7,512,000 


1972 

$5,759,000 

1,257,000 

$7,016,000 


Income taxes have been reduced by $867,000 (1972—$636,000) for 
investment tax credit, and a subsidiary's loss carry-forward benefit. 


The currently payable portion of the provision for income taxes in¬ 
cludes state income taxes of $945,000 in 1973 and $719,000 in 1972. 


NOTE G - INVESTMENT AND NOTES RECEIVABLE 

Investment and notes receivable includes the Company's $5,000,000 
(at cost) investment in the Convertible Preferred Stock and in 1973 
notes receivable of $1,778,000 from Orange-co, Inc. The notes receiv¬ 
able resulted from the sale of the Company's fast foods business. 


Auditors’ Report 


ERNST & ERN ST 

UNION COMMERCE BUILDING 

CLEVELAND, OHIO 44115 


Shareholders and Board of Directors 
Fisher Foods, Inc. 

Cleveland, Ohio 

We have examined the consolidated financial statements of Fisher Foods, Inc. and subsidiaries for the fiscal years 
ended December 29,1973 and December 30,1972. Our examinations were made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the accompanying balance sheet and statements of income, shareholders’ equity and changes in 
financial position present fairly the consolidated financial position of Fisher Foods, Inc. and subsidiaries at December 29,1973 
and December 30,1972, and the consolidated results of their operations, and changes in shareholders’ equity and financial 
position for the fiscal years then ended, in conformity with generally accepted accounting principles applied on a consistent 
basis. 

Cleveland, Ohio 
February 15,1974 
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I PRINTED IN U.S.A. 


Concentration of Retail Stores 


FISHER-FAZIO: Northeast Ohio (63) 

DOMINICK’S FINER FOODS: Metropolitan Chicago (52) 
KANTOR DIVISION: Southern Ohio (18) 

SHOPPING BAG DIVISION: Metropolitan Los Angeles (42) 
CLABER DIVISION: Pittsburgh (8) 
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